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precipitated a massive increase in the demand for financial intermediaries and markets to 
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financial services supply, such as scale and agglomeration economies, has seen a 
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prudential framework surrounding firms and financial markets and the overwhelming 
domestic focus of their sizeable financial sectors. In terms of the potential to emerge as 
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financial liberalization. 
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1. Introduction 
 
The dramatic growth in recent decades of international trade and investment flows has 
precipitated a massive increase in the demand for financial intermediaries and markets to 
facilitate and manage this process. This rising demand, combined with non-linearities in 
financial services production, such as scale and agglomeration economies, has seen a 
tendency for the booming financial services industry to concentrate in particular 
geographical centres, the so-called world cities (Sassen, 2001). While cities such as New 
York, London and Tokyo have emerged as the global “Capitals of capital” (The 
Economist, 09/05/1998), Poon (2003) points out that their preeminence thrives on a 
network of financial centres that supports the broadening and deepening of the entire 
international financial system. Poon’s study describes how in spatial terms the 
international financial system can be depicted as a hierarchical structure consisting of 
tiers of cities that have attained varying degrees of international financial centre (IFC) 
status. One of the most striking findings is that during the period 1980 – 1998 IFCs 
located in Asia, such as the city states of Hong Kong and Singapore, have been amongst 
the most dynamic in climbing up the international hierarchy. This is not surprising given 
that during this period the Asian region has also experienced the world’s most rapid rates 
of economic growth and a loosening of international trade and investment regimes.  
 
Attaining IFC status is an attractive economic proposition for any city and the broader 
host economy. IFCs engage in high value-added production that generates income growth 
primarily through productivity gains (Walter, 1998). While a decade ago it was not 
uncommon for the future of IFCs to be questioned due to the adoption of advanced 
information and telecommunications technologies (e.g. see O’Brien, 1992), there has 
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been no observable decline in their prominence and, if anything, the race amongst cities 
to establish themselves as IFCs has intensified (The Economist, 09/05/1998). An 
interesting recent feature of this competition is that it has not been confined to cities 
located in high-income economies. Rather, as noted by Kaufman (2001), cities in 
emerging economies have also begun to look upon developing an IFC as a relatively low 
opportunity cost development project that is worthy of government financial support.  
 
In terms of the emerging economies in the Asian region, two cities in particular have 
attracted attention in the financial press for incorporating IFC aspirations into their 
development agendas: Mumbai, India and Shanghai, China. However, little has been 
done by way of a systematic attempt to gauge their current status or compare their 
progress. In contrast, other Asian IFCs such as Tokyo, Hong Kong and Singapore have 
all been the subject of previous, often comparative, research (see Yong et al., 1999; 
Sassen, 2001). Yet Mumbai and Shanghai share several features that make such research 
important to undertake. Firstly, both are situated in countries of enormous international 
significance. China and India are the two most populous countries in the world and both 
are developing rapidly. Over the period 1980 – 2002, China and India grew at an average 
annual rate of 9.5% and 5.6% respectively (World Bank, WDI). Secondly, Mumbai and 
Shanghai are the domestic financial centres of their respective countries and are therefore 
the primary candidate cities to emerge as IFCs as the Indian and Chinese economies 
continue to grow and integrate into the global economy. Thirdly, both cities have 
explicitly announced their intention of converting this domestic prominence into an 
international role by making it a feature of their respective development plans and a focus 
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for infrastructure investment. The emergence of Mumbai and Shanghai also has 
important implications for existing IFCs in Asia in terms of the competitive pressures 
they will face in the future. 
 
The structure of this paper is as follows. Section two provides a brief overview of the 
financial sector in each city and their push to move towards IFC status. In section three, a 
conceptual framework for the discussion is presented and a comparative analysis of the 
two cities is undertaken. Wherever possible, their progress is also referenced against data 
from the established IFC of Singapore. This is done for several reasons. Firstly, as an 
established IFC, Singapore can serve as a benchmark by which the current status of 
Mumbai and Shanghai can be gauged. Secondly, Singapore is one of the existing Asian 
IFCs that will face competitive pressures from Mumbai and Shanghai’s emergence. Thus, 
gauging its current level of superiority has implications for the time frame in which its 
ascendancy may begin to be questioned. Section 4 summarises the findings and makes 
concluding comments.  
 
2. The IFC push in Mumbai and Shanghai 
Mumbai’s domestic financial dominance is primarily based on the premise that it houses 
the country’s two largest stock exchanges, namely the Bombay Stock Exchange (BSE) 
and the National Stock Exchange of India (NSEI). The BSE was launched in 1875, and is 
one of the oldest stock exchanges in Asia, having preceded even the Tokyo Stock 
Exchange, which was founded in 1878. The two stock exchanges clearly dominate all the 
other Indian exchanges in terms of both turnover (the share is about 92% of total turnover 
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for both exchanges) and market capitalization (Bombay First, 2001). The historical 
development of credit markets in Mumbai has also been significant, with the 
headquarters of many of India’s major banking institutions being based in the city 
including India’s central bank, the Reserve Bank of India (RBI). Many of the world’s top 
banking institutions such as ABN AMRO, Bank of America, American Express, 
Citibank, Deutsche Bank, HSBC, Barclays Bank, ING, Standard Chartered Bank and J P 
Morgan Chase are also housed in Mumbai (RBI, 2004). In addition to the stock 
exchanges and banks, the headquarters of other critical financial institutions such as the 
Over-the-Counter Exchange of India, the Securities and Exchange Board of India (SEBI), 
insurance companies, capital market intermediaries and mutual funds are now located in 
Mumbai (Vishal, 2002). There are also close to 500 Foreign Institutional Investors (FIIs) 
and 800 merchant banks based in Mumbai. As a result, virtually all FII transactions, and 
over 90% of merchant banking transactions occur there (Bombay First, 2001).  
 
The initiative to transform Mumbai into an IFC was originally proposed by management 
consultants McKinsey, in a 1992 public interest report. Since then BG Deshmukh, the 
former Mumbai Municipal Commissioner, has been actively campaigning in favour of 
the proposal by alerting the business community to the city’s potential (Waslekar, 1994). 
Other projects have also been organized to promote the idea, including a conference on 
the topic arranged by the Confederation of Indian Industries in 2002, and the 
commissioning of a detailed study on the subject, which was conducted by Bombay First, 
an initiative of corporations in Mumbai. The outcome of the study was a comprehensive 
report released in 2000, titled ‘Mumbai as an IFC: A Roadmap’. The Maharashtra 
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Government has also prepared a ‘Vision-2005’ document for the state, detailing an action 
plan to turn Mumbai into an IFC. These initiatives have resulted in Mumbai becoming 
one of India’s premier locations for industrial developments. Examples of such projects 
include the Bandra-Kurla Complex, the District Centre at Oshiware in the western 
suburbs of Mumbai and the multi-modal Mumbai Urban Transport Project (Mumbai 
Metropolitan Region Development Authority, 2004). In particular, the construction of an 
International Finance and Business Centre in the Bandra-Kurla Complex could be a key 
piece of physical infrastructure to support Mumbai’s IFC bid.  
 
Like Mumbai, Shanghai has a rich financial history. In 1949, it was the leading financial 
centre in Asia. The Banker (March 2003) magazine recounts that at this time there were 
24 state banks, over 200 private lenders, trust companies and other financial institutions 
based there. It also hosted the world’s third largest stock market, following only New 
York and London. Now, over 50 years on and more than 25 years after China began its 
open door policy, Shanghai is once again seeking to transform itself into an IFC. 
Financial sector developments in Shanghai have been rapid over the past decade and have 
allowed it to extend its domestic dominance over competing cities such as Shenzhen and 
Beijing. The municipality’s stock market has developed rapidly since 1991 to become the 
third largest in Asia, following only Tokyo and Hong Kong (People’s Daily, 
06/08/2002). It has also become the centre for many of the country’s other financial 
activities, including interbank lending, bond trading, foreign exchange trading and 
fledgling future and commodity trading. Foreign banks located in Shanghai now account 
for half of the deposits, loans and assets of all foreign banks in China (People’s Daily, 
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06/08/2002). The major foreign banks in China including HSBC, Citibank and Standard 
Chartered have all moved their China headquarters to Shanghai since the mid-1990s. 
HSBC has gone one step further and made Shanghai its regional headquarters. Shanghai 
has also traditionally been used as the testing ground for China’s external financial 
liberalization policy. For example, in December 1996, foreign banks located in Shanghai 
were amongst the first to be permitted to engage in limited local Renminbi (RMB)-
denominated financial services. Upon WTO entry, Shanghai was included in the first 
wave of cities declared financially open and now the majority of foreign banks licensed 
to trade in RMB are located there.  
 
Shanghai’s IFC intensions have been announced as part of a State Council plan for it to 
become a ‘world center’. In addition to finance, this plan also calls for Shanghai to 
function as an international hub for trade and shipping (People’s Daily, 11/07/2002). 
According to Shanghai’s Mayor, the goal is to reach IFC status within 10 to 20 years 
(People’s Daily, 06/08/2002). In a bid to realize this goal, Shanghai has become the site 
of numerous large-scale infrastructure projects. Most of the financial sector infrastructure 
is concentrated in the Lujiazui financial and trade district of Pudong, itself a relatively 
new area built upon reclaimed land during the 1990s. The centerpiece of this district is 
the Shanghai World Financial Center, which upon completion, will be the world’s tallest 
building. Policy makers in Shanghai are also boosting human capital stocks by actively 
recruiting foreign financial experts (People’s Daily, 22/10/2002).  
 
3. Conceptual model, data and comparative analysis 
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The IFC literature is interdisciplinary in nature and features contributions from 
economists, historians and geographers. Aside from historical contingencies (path 
dependency), the forces usually taken to be relevant for IFC development are an 
endogenous mix of macroeconomic and microeconomic factors, in conjunction with the 
efficiency of the financial sector itself (Montes, 1999). These factors are summarised in 
Figure 1, which serves as the conceptual basis for evaluating the comparative 
development of Mumbai and Shanghai in this paper1.  
 
In terms of macroeconomic conditions, the income level and growth rate are important to 
the formation of an IFC in several aspects. Firstly, an IFC is typically founded on the 
basis of a vibrant domestic financial market.2 The domestic demand for sophisticated 
financial products and services is closely related to domestic savings per capita and, 
hence, GDP per capita. Secondly, the larger an economy is, the more investment 
opportunities it affords to foreign investors. Related to this point is that the GDP growth 
rate not only reflects the short-term dynamism of an economy but also determines the 
long-term income level. Therefore, an economy with a higher growth rate, other things 
equal, will be more attractive to foreign investors. A city is also more likely to emerge as 
an IFC when the real sector is internationally orientated. An IFC is essentially an exporter 
of financial and related services. Trade in merchandise goods and direct investment 
activities make use of these services also. In particular, exports and imports provide 
opportunities for the financial sector to underwrite trade through the provision of credit, 
                                                 
1 The interested reader may like to further consult Bindemann (1999), who has attempted to shed some 
light on the relative importance of these criteria using survey methods. 
 
2 An exception is those IFCs that attract international capital mainly by serving as a tax and regulation 
haven. Most of these IFCs are island states with virtually no other industries. 
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and, if domestic firms expand into other countries through foreign direct investment, then 
financiers can follow firms with the provision of financial products and services (Meyer 
1998). This provides a foundation for the agglomeration of financial, accounting, legal or 
other related services in the economy. The importance of maintaining sound 
macroeconomic policies to promote an IFCs development is self-explanatory. All of the 
microeconomic factors listed in Figure 1 influence the opportunity cost of doing business 
in one city versus another. The numerous linkages and feedback effects in IFC 
development should also be noted. For example, the efficiency of the financial sector 
would impact on both the macroeconomic and microeconomic environments through the 
provision of credit and corporate governance functions.   
Figure 1 here 
Compiling a data set that contains comparable, city-level data reflective of each of the 
specific criteria listed in Figure 1 is not possible. Even if it were, given that there are 
many criteria, it would still not be possible to arrive at an overall evaluation for each 
category. Therefore, this paper makes extensive use of various indices published by 
research organisations that purport to offer summary measures of many of the specific 
criteria listed in Figure 1. Another challenge is that the appropriate administrative level 
upon which a comparison should be made is not entirely clear. Shanghai is one of 
China’s municipalities, which places it on the same administrative level as a province. 
Hence, a comparison using data from the state of Maharashtra, rather than the city of 
Mumbai, may be appropriate in some cases. The approach taken in this paper is to use 
data specific to the city of Mumbai wherever possible, while in some cases data 
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availability dictates that state or even national-level data be used. Data sources and details 
can be found in the notes that accompany each table.   
 
3.1 Macroeconomic Environment 
Data reflecting the macroeconomic environment of Mumbai, Shanghai and Singapore are 
presented in Table 1. In terms of GDP growth, Shanghai is the clear leader, while 
Mumbai is also experiencing impressive growth. It should be recognised that these 
figures likely overstate the growth advantage of Mumbai and Shanghai compared with 
established IFCs such as Singapore. This is primarily because Mumbai and Shanghai can 
grow quickly for a time as they catch up to the richer economies. The Growth 
Competitiveness Index compiled annually by the World Economic Forum is instructive 
here even though it compares countries rather than cities. This index aims to measure the 
capacity of the national economy to achieve sustainable economic growth over the 
medium term, controlling for the current level of development and short run business 
cycle fluctuations. Such adjustments have a considerable impact on India and China, as 
although they had amongst the highest growth rates of the 102 surveyed economies in 
2003, their overall rankings were 56th and 44th respectively. Singapore meanwhile ranked 
6th. In addition, even if Mumbai and Shanghai can sustain high rates of growth into the 
foreseeable future, their current levels of GDP per capita lag well behind Singapore. In 
terms of GDP per capita, Shanghai has gained a jump on Mumbai by virtue of the fact 
that economic liberalization in China began in 1979 while in India it has been a more 
recent policy shift. It should be noted that the figure presented in Table 1 does 
underestimate Mumbai’s GDP per capita somewhat as it is based on state-level data. 
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While recent data is not available, Mumbai’s per capita GDP in the late 1990s was 
approximately twice that of the state-wide average (Bombay First, 2001). Trade intensity 
data (exports + imports / GDP) suggest that Mumbai and Shanghai both possess real 
sectors that are significantly linked to international markets. Their performance in this 
respect is particularly impressive given that Singapore is a small island city and hence 
would expectedly have a higher trade dependency than Mumbai and Shanghai, which are 
geographically part of larger and more resource abundant domestic economies. In terms 
of comparing macroeconomic policy between the three cities there are two major hurdles. 
Firstly, as far as most macroeconomic policies are concerned, such as the money supply 
and the exchange rate, Mumbai and Shanghai have no independent macroeconomic 
policy to speak of. As a consequence, we can only look at the macroeconomic policy of 
India and China as a whole. Secondly, since there is a wide range of policies that could 
affect the macroeconomic environment, a summary measure is needed in order to 
undertake a tractable commentary. To achieve this aim, we make use of the 2003 
Macroeconomic Environment Index compiled by the World Economic Forum. It is 
necessary to emphasise that this index and its composite subindexes not only measure 
macroeconomic policies, but also a country’s performance in a number of related aspects, 
such as its credit rating. In other words, the index measures both the input and output of 
macroeconomic policies. According to this index, of the 102 countries considered China 
ranks in the top quarter while India ranks approximately half way. Both countries lag the 
world leader Singapore.  
Table 1 here 
 
3.2 Microeconomic business environment 
 11
To comment on the microeconomic business environment in Mumbai, Shanghai and 
Singapore, Table 2 presents four relevant indices that are compiled on a national level. 
These include, a. Business Competitiveness Index complied by the World Economic 
Forum, b. Index of Economic Freedom compiled by the Heritage Council, c. Economic 
Freedom of the World compiled by the Fraser Institute and d. Corruption Perceptions 
Index compiled by Transparency International. A discussion of each of these indices is 
found in the notes accompanying Table 2. While such indices are attractive in terms of 
purporting to summarise large volumes of data and the publishing research institutions 
claim they offer a meaningful basis upon which to make comparisons between countries, 
their limitations need to be acknowledged. Firstly, because these indices describe 
countries while IFCs are typically cities, it could be argued that this taints the reality in 
more progressive cities such as Mumbai and Shanghai. However, many of the policies 
that can cause an IFC to flounder or flourish are determined at the national level, such as 
the basic legal framework. Thus, indices that summarise data on a national level are still 
clearly relevant for the IFC aspirations of a given city. Secondly, the objectivity accorded 
to these indices by the research organisations that publish them is not universally shared 
(see Wang, 2004 in the case of China). Bearing these potential limitations in mind, two 
general observations can be drawn from Table 2. Firstly, across all indices India and 
China rank closely to one another. Thus, while Mumbai and Shanghai may have specific 
advantages over the other, neither appears to enjoy an overall microeconomic business 
environment that gives it a distinct lead.  Secondly, in three out of the four indices both 
countries are placed in the bottom half of country rankings and are a long way behind the 
microeconomic business environment in established IFCs such as Singapore.  
 12
Table 2 here 
 
3.3 Financial sector  efficiency 
There are several ways of comparing financial sector efficiency. The simplest is to use 
the size of the financial sector itself. The logic here is that the more efficient the financial 
sector, the larger it will become, and the larger it becomes, the more efficiency it derives 
from scale and agglomeration economies. Given that, ceteris paribus, a large city will 
naturally possess a larger financial sector than a smaller city, it is common practice to 
express the size of the financial sector in terms of total economic activity (i.e.GDP). A 
large financial sector however does not necessary imply that it is internationally 
orientated, which is the distinguishing feature between a domestic financial center and an 
IFC. It is therefore also informative to compare data such as the number of foreign 
companies listed on domestic stock exchanges, the market share of foreign banks and the 
global share of footloose financial activities that a city can win, such as foreign exchange 
trading business. Comparative data relating to all of these criteria are presented in Table 
3. We also report country rankings from the World Economic Forum regarding the 
quality of financial and auditing standards and the pervasiveness of insider trading.  
 
In terms of financial market size, Mumbai currently holds an advantage over Shanghai 
with respect to stock markets. This is not surprising given Mumbai’s much longer history 
of capital market development. The situation is reversed with respect to credit markets 
and reflects the fact that Shanghai’s financial system was exclusively bank-based until 
1991. By size characteristics alone, Shanghai and Mumbai already rate well compared 
with Singapore. However, in terms of their international orientation, both cities lag 
Deleted: -
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considerably.  Neither has foreign companies listed on their stock exchanges and the 
market share of foreign banks, particularly in Shanghai, remains miniscule. Their meager 
share of global FOREX turnover also reflects their limited current level of international 
competitiveness and overwhelming domestic orientation. Finally, India and China rank in 
the bottom half of countries ranked by the World Economic Forum regarding financial 
and auditing standards and the pervasiveness of insider trading.   
Table 3 here  
 
4. Conclusion 
The rapid growth in international trade and investment flows has led to a huge increase in 
the demand for financial services that span country borders. The nature of financial 
services supply has meant their production and trade has tended to locate in particular 
geographical centres. Due to the perceived high value-added component of financial 
services production, the competition amongst cities to gain an increased share has 
intensified. The bid to transform domestic financial centres into IFCs has now even 
extended to emerging economies, with cities such as Mumbai and Shanghai devoting 
substantial public resources to advance their IFC bids. 
 
The findings of this paper are several. With respect to IFC potential, Mumbai and 
Shanghai share several strengths. Both are domestic financial centres and the size of their 
financial sectors already compares favourably with established IFCs. Thus, the historical 
observation that IFCs are typically built upon a large and vibrant domestic financial 
center is satisfied in both cases. Other shared strengths include high rates of current 
income growth and real sectors that are linked to international markets. However, 
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Mumbai and Shanghai also share commonalities that represent barriers to their IFC 
aspirations. These include the microeconomic business environment, the quality of 
prudential regulation and the domestic orientation of capital and credit markets. This 
domestic orientation reflects the relative lack of external financial liberalization that has 
occurred in India and China compared with other countries in the Asian region. Thus, 
while high on potential, the IFC aspirations of Mumbai and Shanghai are unlikely to be 
fulfilled in the short or medium term.  
 
In terms of the long term potential to emerge as Asia’s next IFC, competitive advantages 
can be raised with respect to each. In the case of Shanghai, China’s WTO entry in late 
2001 provides a substantial boost to its IFC aspirations by placing many aspects of 
China’s external financial liberalization on a fixed timetable. For example, until recently 
no foreign banks in China had been allowed to provide local currency RMB-services to 
Chinese individuals and companies. In contrast, by 2006 foreign banks, at least in theory, 
will be afforded full national treatment.  In the case of Mumbai, its geographical location 
in South Asia means that it faces far less direct competition than Shanghai, which must 
share the North-East Asian region with established IFCs such as Tokyo and Hong Kong. 
Also, while China for some time has been tagged “Manufacturer to the world”, an 
important recent development with likely IFC implications is the rise of India as the 
“Back office to the world” (The Economist, 05/05/2001). The combination of a relatively 
cheap, English proficient and highly educated workforce, along with continued 
improvements in the quality and price of international telecommunications, has meant 
that a growing number of services sector companies, particularly from the IT and 
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financial industry, have begun to relocate back office operations to India. Boding well for 
Mumbai’s IFC aspirations, the sophistication of such services conducted within India on 
behalf of foreign financial institutions also appears to have been increasing over time 
(The Economist, 20/02/2003; 13/12/2003).  
 
Ultimately, the most challenging test for Mumbai and Shanghai will be to secure the 
consensus and policy commitment of policy-makers in Delhi and Beijing towards further 
external financial liberalization. Without this consensus, specific city-level advantages 
are likely to count for little. For example, as long as the Chinese yuan is not freely 
convertible for capital account transactions, the internationalization of Shanghai’s 
financial sector will be limited to the activities of foreign banks operating within China. 
Thus, while Mumbai and Shanghai are relatively progressive cities in the context of their 
national economies, without this central government support each will continue to be 
hampered by “national average” evaluations and a lack of decision making power in 
fundamental areas compared with other Asian IFCs.  
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Figure 1. A conceptual model of IFC development 
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Table 1. Macroeconomic environment  
 
 Shanghai 1 Mumbai 2 Singapore 3 
GDP growth 10.4 5.5 -0.1 
GDP per capita (USD) 4909 678 20887 
Trade Intensity 1.05 1.46 2.85 
WEF macroeconomic 
environment ranking 
25 52 1 
Notes: 
1. The GDP growth figure for Shanghai is an average over 2001-2002.  The source is National Bureau of 
Statistics, China. GDP per capita is for 2002. The source is the same as GDP growth. The trade intensity 
figure is an average over 2000-2002. It includes only trade in merchandise goods. The source is State 
Statistical Bureau, China. More information about the World Economic Forum’s Macroeconomic 
environment index can be obtained from http://www.weforum.org/. 
 
2. The GDP growth figure for Mumbai is the average for Maharashtra state over 2002-2003. The source is 
Economic Survey of Maharashtra 2003-2004.  Per capita GDP is for 2003. The source is the same as GDP 
growth. The trade intensity figure is for 2003. The source is the same as GDP. 
 
3. The GDP growth figure for Singapore is an average over 2001-2002. The source is Singapore 
Department of Statistics. Per capita GDP is for 2002. The source is the same as GDP growth. The trade 
intensity figure is an average over 2002-2002. It includes trade in merchandise goods and services. The 
source is Yearbook of Statistics, Singapore.  
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Table 2. Microeconomic business environment 
                    WEF 1 HC 2 FI 3 TI 4 
 Rank Mean Rank Mean Rank Mean Rank 
China 46 3.64 128 5.5 100 3.4 66 
India 37 3.53 121 6.1 73 2.8 83 
Singapore 8 1.61 2 8.5 2 9.4 5 
Notes - 
1. This data is taken from the 2003-2004 edition of the World Economic Forum’s Global Competitiveness 
Report. This source compiled data relating to 102 countries. This index seeks to rank countries by 
quantifying the degree of company sophistication and the quality of the business environment. Information 
about this index can be obtained from the World Economic Forum’s website: http://www.weforum.org/ 
2. This data is taken from the 2003 edition of the Heritage Council’s Index of Economic Freedom. This 
source compiled data relating to 161 countries. This index ranks economic freedom in countries according 
to ten categories including trade policy, fiscal burden, government intervention, monetary policy, foreign 
investment, banking and finance, wages and prices, property rights, regulation and the black market, with 1 
being “free” and 5 being “repressed”. Information about the index can be obtained from the Heritage 
Council’s website: http://www.heritage.org/research/features/index/.  
3. This data is taken from the 2003 edition of the Fraser Institute’s Economic Freedom the World. This 
source compiled data relating to 123 countries. This index gathers data relating to the size of government, 
legal structure and security of property rights, access to sound monetary policy, freedom to exchange with 
foreigners and regulation of credit, labour and business. In this case 1 is considered to be “not at all free” 
and 10 is “entirely free”.  Information about the Index can be obtained from the Fraser Institute’s website: 
http://www.freetheworld.com/release.html. 
 
4. This data is taken from the 2003 edition of Transparency International’s Corruption Perceptions Index. 
This source compiled data relating to 133 countries. This index asks business leaders and country analysts 
to rate countries in terms of the perceptions regarding the prevalence of corruption with 0 being “highly 
corrupted and 10 being “highly clean”. Information about the index can be obtained from the Transparency 
International’s website: ttp://www.transparency.org/cpi/index.html#cpi 
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Table 3. Financial sector efficiency data 
 Shanghai 1 Mumbai 2 Singapore 3 
Stock market 
capitalization / GDP (%) 
0.27 0.47 1.28 
Total bank loans / GDP 
(%) 
1.94 0.79 1.04 
WEF 2002-03 financial 
and auditing standards 
ranking 
71 41 16 
WEF 2002-03 
prevalence of insider 
trading ranking 
70 68 8 
No. of foreign listed 
companies 
0 0 76 
Share of global FOREX 
turnover (%) 
< 0.1 0.2 6.2 
Foreign banks loans (% 
total bank loans) 
2 > 7.3 - 
Notes- 
1. The source for stock market data for all cities is World Federation of Exchanges. The data is an average 
over 2001-2002. Given the Shanghai is a national stock exchange, the GDP data is for China and is from 
World Bank, WDI. Loans data is for 2002 and refers to outstanding loans in local and foreign currencies at 
both Chinese and foreign financial institution located in Shanghai. The source is People’s Daily 
(10/01/2003). GDP data is for Shanghai and is from the State Statistical Bureau. WEF ranking is based on 
80 countries in total. The source for all cities is Global Competitiveness Report 2002-03. The estimate of 
foreign bank market share is based on data from People’s Daily (03/01/2003) and People’s Daily 
(10/01/2003). Foreign exchange share data for all cities is from Bank of International Settlements. The data 
refers to China’s market share.  
 
2. Stock market data for Mumbai refers to the combined data of the Bombay Stock Exchange and the 
National Stock Exchange of India. Given that these exchanges are national exchanges, GDP data is for 
India and is from World Bank, WDI. Loans data refer to 2002 for Maharashtra state and include credits of 
all scheduled commercial banks located in Maharashtra. The source is the Economic Survey of 
Maharashtra 2003-2004. GDP data is for Maharashtra state and the source is the same as loans data. 
Foreign exchange data refers to India’s market share. The estimate of foreign bank market share is based on 
data from the Reserve Bank of India (RBI). According to RBI, at end-June 2003, foreign banks held a 7.3% 
market share nationally. Given that foreign banks are concentrated in Mumbai, it is reasonable to assume 
that this national average figure represents a minimum level of their market share in Mumbai.  
 
3. GDP data is from World Bank, WDI. Total loans data is for 2002 and refers to total bank loans in 
domestic and foreign currencies. The source is Monetary Authority of Singapore. 
 
